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(2) The change will not adversely af-
fect either the workings of an on-going
operation or the Government’s inter-
est.

(b) Recording changes. When changes
are made in the use of loan funds, the
installments on Form FmHA or its suc-
cessor agency under Public Law 103-354
1940-17, ‘““Promissory Note,” will not be
revised. When funds loaned for the pur-
chase of capital goods are to be used
for annual recurring production ex-
penses, the funds will be repaid in ac-
cordance with the terms for such uses
in subpart A of this part. Appropriate
changes with respect to the repay-
ments will be made in table K of Form
FmHA or its successor agency under
Public Law 103-354 431-2, “Farm and
Home Plan,” also on Form FmHA or
its successor agency under Public Law
103-354 1962-1, ‘*Agreement for the Use
of Proceeds/Release of Chattel Secu-
rity,” and initialed by the borrower.
Appropriate notations will be made in
the “‘Supervisory and Servicing Ac-
tions’ section of the Management Sys-
tem Card.

[43 FR 55883, Nov. 29, 1978, as amended at 45
FR 16166, Mar. 13, 1980; 53 FR 35692, Sept. 14,
1988; 54 FR 47959, Nov. 20, 1989]
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SOURCE: 50 FR 7296, Feb. 22, 1985, unless
otherwise noted.

8§1942.1 General.

(a) This subpart outlines the policies
and procedures for making and proc-
essing insured loans for Community
Facilities except fire and rescue and
other small essential community facil-
ity loans and water and waste disposal
facilities. This subpart applies to Com-
munity Facilities loans for fire and res-
cue and other small essential commu-
nity facility loans only as specifically
provided for in subpart C of this part.
Water and waste loans are provided for
in part 1780 of this title. The Agency
shall cooperate fully with State and
local agencies in making loans to as-
sure maximum support to the State
strategy for rural development. State
Directors and their staffs shall main-
tain coordination and liaison with
State agency and substate planning
districts. Funds allocated for use under
this subpart are also for the use of In-
dian tribes within the State, regardless
of whether State development strate-

7 CFR Ch. XVIII (1-1-06 Edition)

gies include Indian reservations within
the State’s boundaries. Indians resid-
ing on such reservations must have
equal opportunity to participate in the
benefits of these programs as compared
with other residents of the State. Fed-
eral statues provide for extending
Agency financial programs without re-
gard to race, color, religion, sex, na-
tional origin, marital status, age, or
physical/mental handicap. The partici-
pants must possess the capacity to
enter into legal contracts under State
and local statutes. Any processing or
servicing activity conducted pursuant
to this subpart involving authorized as-
sistance to Agency employees, mem-
bers of their families, known close rel-
atives, or business or close personal as-
sociates, is subject to the provisions of
subpart D of part 1900 of this chapter.
Applicants for this assistance are re-
quired to identify any known relation-
ship or association with an Agency em-
ployee.

(b) Indian tribes on Federal and State
reservations and other Federally recog-
nized Indian tribes are eligible to apply
for and are encouraged to participate
in this program. Such tribes might not
be subject to State and local laws or
jurisdiction. However, any require-
ments of this subpart that affect appli-
cant eligibility, the adequacy of FmHA
or its successor agency under Public
Law 103-354’s security or the adequacy
of service to users of the facility and
all other requirements of this subpart
must be met.

(¢) Loans sold without insurance by
FmHA or its successor agency under
Public Law 103-354 to the private sec-
tor will be serviced in the private sec-
tor and will not be serviced under this
subpart. The provisions of this subpart
are not applicable to such loans. Fu-
ture changes to this subpart will not be
made applicable to such loans.

(d) The District Office will normally
be the entry point for preapplications
and serve as a local point. Applications
will be filed with the District Office
and loans will be processed to the
maxium extent possible by the District
Office staff. The applicant’s governing
body should designate one person to co-
ordinate the activities of its engineer,
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architect, attorney, and any other pro-
fessional employees and to act as con-
tact person during loan processing.
FmHA or its successor agency under
Public Law 103-354 personnel should
make every effort to involve the appli-
cant’s contact person when meeting
with the applicant’s professional con-
sultants and/or agents. The State Of-
fice staff will monitor community pro-
grams loanmaklng and servicing, and
will provide assistance to District Of-
fice personnel to the extent necessary
to assure that the activities are being
accomplished in an orderly manner
consistent with FmHA or its successor
agency under Public Law 103-354 regu-
lations.

[50 FR 7296, Feb. 22, 1985, as amended at 52
FR 38908, Oct. 20, 1987; 52 FR 43725, Nov. 16,
1987; 52 FR 47097, Dec. 11, 1987; 57 FR 21193,
May 19, 1992; 58 FR 226, Jan. 5, 1993; 62 FR
33510, June 19, 1997; 68 FR 65830, Nov. 24, 2003]

§1942.2 Processing applications.

(a) Preapplications. (1) The District
Office may handle initial inquiries and
provide basic information about the
program. They are to provide the
preappllcation, SF 424.2, “‘Application
for Federal Assistance (For Construc-
tion).”” The District Director will assist
applicants as needed in completing SF
424.2, and in filing written notice of in-
tent and priority recommendation with
the appropriate clearinghouse. The Dis-
trict Director will inform the applicant
that it may be necessary to apply for
credit from commercial sources. It will
be explained that if credit for the
project is available from commercial
sources at reasonable rates and terms
the applicant is not eligible for FmHA
or its successor agency under Public
Law 103-354 financing. The District Di-
rector will meet with the applicant,
whenever appropriate to discuss FmHA
or its successor agency under Public
Law 103-354 preapplication processing.
Guidance and assistance will be pro-
vided by the State Director, as needed,
for orderly application processing. The
District Director will determine that
the preapplication is property com-
pleted and fully reviewed. The District
Director will then forward to the State
Director:

(i) Eligibility determination and rec-
ommendations.

§1942.2

(ii) One copy of SF 424.2.

(iii) State intergovernmental review
comments and recommendations
(clearinghouse comments).

(iv) Priority recommendations.

(v) Supporting documentation nec-
essary to make an eligibility deter-
mination such as financial statements,
audits, or copies of organizational doc-
uments or existing debt instruments.
The District Director will advise appli-
cants on what documents are nec-
essary. Applicants should not be re-
quired to expend significant amounts
of money or time developing sup-

porting documentation at the
preapplication stage.
(2) The State Director will review

each SF 424.2 along with other informa-
tion that is deemed necessary to deter-
mine whether financing from commer-
cial sources at reasonable rates and
terms is available. If credit elsewhere
is indicated, the State Director will in-
struct the District Director to so in-
form the applicant and recommend the
applicant apply to commercial sources
for financing. Projects may be funded
jointly with other lenders provided the
requirements of §1942.17 (g) of this sub-
part are met. Joint financing occurs
when two or more lenders make sepa-
rate loans to supply the funds required
by one applicant for a project.

(i) In order to provide a basis for re-
ferral of preapplications of only those
applicants who may be able to finance
projects through commercial sources,
State Directors should maintain liai-
son with representatives of banks, in-
vestment bankers, financial advisors,
and other lender representatives in the
State. State Directors with their as-
sistance, should maintain criteria for
determining preapplications which
should be referred to commercial lend-
ers. A list of lender representatives in-
terested in receiving such referrals
should be maintained.

(i) The State Director shall main-
tain a working relationship with the
State Office or official that has been
designated as the single point of con-
tact for the intergovernmental review
process and give full consideration to
their comments when  selecting
preapplications to be processed.
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